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Guidelines for Initial Cost Accounting and Accounting Separation 
 
 
Separate books, including revenue, operating expense, and capital expense, to be kept for 
the following categories: 

 Fixed Net 
 Mobile Net 
 Subsidiary companies and partnership investments 
 Other 

 
Furthermore, for the category Fixed Net the additional disaggregation is required 

 Core network 
 Access 
 Retail 
 Other 

 
Core includes 

 The range of services to allow customers of one licensee to reach customers of the 
same or another licensee and to reach services provided by the same or another li-
censee. 

 
Core cost disaggregation must show 

• Individual network element costs 
• Costs joint between 2 or more elements 
• Costs common to entire network – e.g., network management systems 
• Network support costs – e.g., buildings 

 
Access includes 

• Connections between the end user and the core 
• Leased lines to licensed operators 
• Requires cost disaggregation as in Core above 

 
Retail 

• Requires separation enough to show interconnect transfer pricing cost 
 
 
For the category Mobile Net 

• Requires separation enough to show interconnect transfer pricing cost 
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In creating the Cost Accounting and Accounting Separation system the following princi-
ples should be adhered to: 

 Cost causality 
 Accounting standards 
 Transparency 

 
Allocation mechanisms must be explicitly stated and supported. 

 Allocation must be direct or directly attributable wherever possible 
 Indirectly attributed costs must use appropriate and objective mechanisms for al-

location 
 The Unattributable cost category must be minimized 

 
 
Parameters of Initial Cost Accounting and Accounting Separation – 3 step process 

 Step 1: top down model using historical cost accounting (HCA) 
 Step 2: develop mechanisms for conversion from HCA to current cost accounting 

(CCA)  
 Step 3: develop long run incremental cost (LRIC) for designated services.  

 
LRIC studies are to be performed for the following services included in the TRA Guide-
lines: Interconnection Version 1.1: 
 

• Originating call conveyance – single transit 
• Originating call conveyance – double transit 
• Transit call conveyance  
• Terminating call conveyance – call terminating service – single transit 
• Terminating call conveyance – call terminating service – double transit 
• Terminating call conveyance – directory assistance 
• Terminating call conveyance – operator services 
• Terminating call conveyance – emergency call services 
• Terminating call conveyance – short number call services 
• Value added services – all value added services, including, but not limited to,  

400, 500, 600, 800, and 900 services 
• Directory database services 
• Network interconnection services 
• Leased circuits services 
• Bitstream access services 

. 


